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Puget Sound Energy
2026 General Rate Case

JEA DATA REQUEST NO. 022:

RE: Depreciation

Please refer to the Prefiled Direct Testimony of Ned W. Allis (Exhibit NWA-1T) at
page 11, discussing the net salvage value recovered through depreciation rates as part
of the service value of capital assets.

a. What average cost to retire a gas service line is assumed in the Company’s net
salvage value calculation?

b. Does the average cost to retire a gas service line vary depending on whether the
pipeline is subsequently replaced (the existing customer stays connected to the
gas system) or not replaced (the existing customers departs from the gas
system)? If so, what accounts for the variation in retirement cost?

C. Please describe the physical steps that the Company takes to decommission a
gas service line.

d. Is the full cost to retire a gas service line typically collected from gas ratepayers
over the pipeline’s depreciation life via net salvage value? If not, why not?

e. If the cost to retire a gas service line exceeds the amount assumed in the net
salvage value calculation, are additional costs collected from customers as
operational expenses or capital costs?

i If the additional amount is collected as a capital cost, what is the
depreciation period for the investment?

f. Please describe the process that the Company undertakes when notifying a gas
customer of the need to retire their existing gas service line (e.g., how far in
advance is notice provided, how often is the customer contacted throughout the
replacement, etc.).

g. Would net salvage values and assumed retirement costs for future gas service
line replacements change under the Company’s accelerated depreciation
proposal? If so, how so?
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Response:

a. The 2025 Depreciation Study (provided as the Second Exhibit to the Prefiled
Direct Testimony of Ned W. Allis, Exh. NWA-3) does not assume a specific
dollar-per-service cost input for gas service lines. Future net salvage is estimated
by account as a percentage of original cost retired. For Accounts 380.20
(Services — Plastic) and 380.30 (Services — Wrapped Steel), the proposed net
salvage estimate is negative 100 percent, meaning future net cost of removal is
estimated to equal 100 percent of original cost retired for those accounts. See
Second Exhibit to the Prefiled Direct Testimony of Ned W. Allis, Exh. NWA-3,
Section VIII (net salvage analysis); see also PSE's Response to Joint
Environmental Advocates Data Request No. 002 (providing the derivation of net
salvage percentages for gas distribution accounts, including historical project
cost experience for retired services in Attachment A to PSE's Response to Joint
Environmental Advocates Data Request No. 002).

b. Yes. Cost of removal can vary depending on whether the service line is replaced
or decommissioned without replacement. In replacement work, costs such as
permitting, traffic control, excavation, restoration, and related job tasks are
shared between the installation of the replacement asset and the removal of the
retired asset, with most such costs assigned to the new asset. In
decommissioning without replacement, there is no new asset to which such
common costs can be assigned, and all costs are attributed to removal of the
retired asset. Costs also vary based on location, service length, material, site
conditions, restoration requirements, and whether the service is physically
removed or abandoned in place. See Prefiled Direct Testimony of Ned W. Allis,
Exh. NWA-1T, at page 39, line 1, through page 40, line 8 (describing why
decommissioning retirements are "likely to be higher on a per-unit basis than
replacement cost activity"); see also PSE's Responses to Joint Environmental
Advocates Data Requests No. 006 (cost allocation methodology) and PSE's
Responses to Joint Environmental Advocates Data Requests No. 008
(disaggregation of modeled capital expenditures by retirement type).

C. The physical steps that Puget Sound Energy ("PSE") takes to decommission a
gas service line are as follows:

1. Conduct pre-inspection of existing service
2. Design and permit gas service retirement
3. Deactivate gas service and disconnect from all sources of gas
4. Purge gas in accordance with Operating Standard
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f.

5. Cut and cap service at main

6. Seal ends of deactivated service line

7. Remove deactivated aboveground facilities

8. Backfill and restore to previous site conditions
9. Create as-built documentation

10.  Update mapping and records

PSE notes that the deactivated below-grade service line may be abandoned in
place rather than physically removed, depending on site conditions and
applicable requirements. In either case, steps 5 through 7 ensure the service is
safely isolated from the gas system.

Depreciation is calculated to allocate the full service value of an asset, including
estimated future net salvage, over the service life of the property. The intent is
that customers pay the cost of removal equitably over the service lives of the
assets from which they receive service. However, because depreciation is based
on estimates, actual costs of removal can vary from the amounts accrued if
actuals differ from estimates. See Prefiled Direct Testimony of Ned W. Allis,

Exh. NWA-1T, at page 11, line 15, through page 12, line 4 (describing the
principle that net salvage should be incorporated in cost of service during the
same period as original cost).

PSE uses group depreciation for assets such as mains and services, and costs
are not tracked on an individual-asset basis. If actual cost of removal exceeds
the net salvage amounts accrued through depreciation for a particular group of
assets, the excess costs are recorded to accumulated depreciation and are
recovered through future rates over the remaining life of the assets in service
within that group.

i. Because excess cost of removal is recorded to accumulated depreciation
(not as a separate capital investment), there is no separate depreciation
period for the excess amount. Rather, the excess is recovered through the
remaining-life depreciation calculation for the asset group, which spreads
any unrecovered balance over the remaining service lives of the surviving
assets in the group. See Prefiled Direct Testimony of Ned W. Allis,

Exh. NWA-1T, at page 13, lines 1 through 18 (describing the remaining-
life method of depreciation).

PSE contacts customers regarding potential retirement of an existing gas service
line primarily when a non-pipeline alternative is under consideration. Customer
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engagement occurs at defined milestones rather than on a fixed schedule and is
conducted through a combination of written communication (e.g., letters or
email), phone calls, and direct coordination with PSE staff and contractors.

If an initial screening indicates the a non-pipeline alternative may be viable, PSE
conducts early outreach to introduce the opportunity and gauge customer
interest. If the customer is interested, PSE maintains ongoing communication
during feasibility evaluation, including coordination on scope, costs, and impacts.

If the project proceeds, PSE presents a formal proposal and contract, typically in
writing and supported by direct discussions. Upon agreement, customers are
generally provided up to nine months to complete required transition work, during
which PSE conducts periodic check-ins and coordination as needed.

At project completion, PSE performs final coordination with the customer and
provides final reimbursement within approximately 30 days.

Overall, customer contact occurs at key milestones — initial outreach, feasibility
discussions, proposal presentation, agreement execution, and project completion
— with frequency and method of communication tailored to project needs and
customer responsiveness.

Additional notification circumstance: \When a gas service exists without an
active customer, PSE provides written notice approximately 30 days in advance
of planned service deactivation. See also Second Exhibit to the Prefiled Direct
Testimony of Michelle L. Vargo, Exh. MLV-3, at page 20, and Appendix A thereto
(describing PSE's NPA evaluation framework and customer engagement
process).

g. As explained in PSE's Response to Public Counsel Data Request No. 292, PSE
has not proposed "accelerated depreciation." PSE proposes shorter service lives
and the Equal Life Group ("ELG") procedure, using straight-line remaining-life
depreciation. See Prefiled Direct Testimony of Ned E. Allis, Exh. NWA-1T, at
pages 56 through 60.

PSE's proposal does not reflect an assumption that a large share of the gas
system would be electrified during the rate plan period, and accordingly, the net
salvage estimates used for the recommended depreciation rates have not been
increased in the aggregate to account for higher per-unit decommissioning costs
for the overall population of assets. However, if a higher electrification scenario
occurs in the future, actual cost of removal may be higher than currently
estimated, which would be reflected in future depreciation studies and rate
proceedings. See Prefiled Direct Testimony of Ned W. Allis, Exh. NWA-1T, at
page 39, line 1, through page 40, line 8 (discussing the cost differential between
replacement and decommissioning retirements); PSE's Response to Joint
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Environmental Advocates Data Request No. 002 (historical cost experience) and
PSE's Response to Joint Environmental Advocates Data Request No. 008
(modeled decommissioning net salvage).
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